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¥Mr. Jack Z. Ravan

Regional Administrator :

U.S. Environmental Protection Agency
1421 Peachtrse Street, H.E.

Atlanta, CGeorgla 30309

Deay Hr. Ravan:

We racently complated a survey in your ragion of selected
finznedal and administrative aspects of the aly poliutien con~
trol grant program, including uses by grantees of grant fHinds
znd of finameial controls, In addition to work at the regional
office, wa visitad the following granteea:

Stata

Tennesses Department of Publie Heslith, Air Pollution
Control Division

Georgia Department of Natural Resources, Environmental
Protection Division

Local

Matropollitan Health Department of Hashville and Davidson
County (Tenneases)

Chattanooga ~ Hamdlton Coumnty (Tennessee) Air Pollution
Control Bureau

Fulton Cownty {Georgla) Health Department

We formd genarally that applicable policies and precaedures
ware being followad and, consagueantly, we do nov plan any evpandad
audit at this tima, Several exceptions, which we consider minor,
cams t0o our attentlon in the course of our survey and wers dis-
cussed with regional officiala who promised corrsetive actions
which we believed were satisfactory. For your information, amd
for any application the mattars diseussed may have with respect
to other grantees in the ragion not Iincluded in our asurvey, we
ars suwemarizing them below:
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FUND ADVANCES

EPA policy recognizes that the degree to which individual
grantees need fund advances at the beglnning of a grant year
vardes, and that the amount of advance should be negotlated
with grantees., The maximum pexcentage perpdtted, unless the
speclfics of a need for a larger advance is shown in the grant
agreement, was reduced from 25 to 10 by EPA Ovder 5700.4, dated
May 22, 1974,

The grantees includad in our survey had cach been glven an
inttlal advanea equivalant to 25 parcvent of the grant amowunt in
fiseal year 1973 without thelr needs having been individually
nagotiataed. It is our mderstanding from discuseions with
raegional officials that this practice prevailed, as well, with
respect to all fiscal ysar 1975 alr pollution control grants
swarded by the reglon. We recommend that, in the future, the
anomt of advances be negotlated individually with grantees.

LEVEL OF NON-FEDERAL
RECURRING EXPENDITURES

The Matropolitan Health Department of Nashvilie and Davidson
Comnty did not apend tha amownt of non~Faderal funds which it had
budgeted for recurring-type expenditures in fiscal year 1973 and,
consequently, axpenditures were short by about $4,380 of equalling
such expendlitures for flscal yeax 1372. EPA Regulations (40 CI¥R
35.530) requirs that such expenditures jian the year a grant ia
ayardad not be less than those of the previous ygar., We recommend
that the local agency be requirsd to compensars for the fizcal
year 1973 shortfall of non-Federal recurring expenditures by in-
ereasing its shares of such expenditures in the eurrent fiscal year
by an equivalent amount.

INDIRECT COST RATE

The Metropolitan Health Papartment of Nashville and Davidson
County was reimbursed for the Fedexal share of indirect program
coats in fiscal year 1974 at the rate of 36 parcent of dirset costs,
a rate which had been conditionally approved in the grant agreement
pending audir by EPA orx another Pederal agency, In September 1974,
the Department of Health, Education and Welfars, as a result of
its audit of the grantee'’s indirect cost allocation plan, negotiated
a provisional rate of 33,8 percent with the grantse to apply to
flacal yaar 1974 Faderal grant programs, The grantse, however,
continued to report asnd clalm indirect costs to the ailr pollution
control program at the higher rate., We recommend that the Faderal
share of the adjustment from application of the lower rate, whichk
we calculated to be $1,859, be recovered from the grantse.
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PRIOR YPAR ADJUSTMENTS

The Tennesses Department of Public Health had not reported a
balanee of §7,614 shown in the accounts a3 due the Federal Govern—
ment at Jume 30, 1974, for various prior year adjustments, such
a3 sala of ssaets and liquidation of outstanding cbligatione which
exceeded actual expemses, It is ocur mderstanding that the grantes
refmmdad the balanee in May 1875,
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We appreclate the courtesy and assistance given us by employees
of the regional office during ths survey, and request that wa be
advigsed of oy actions tsken relative to these matters.

Sinceraly yours,

'MARVIN COLBS -

Hatvin Colbs .
Regionsl Mamager :





